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(1)

WHAT IS CONTRACT BUNDLING?

WEDNESDAY, SEPTEMBER 13, 2000

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS,

Washington, D.C.
The Committee met, pursuant to notice, at 9:30 a.m., in room

SR–428A, Russell Senate Office Building, The Honorable Chris-
topher S. Bond (Chairman of the Committee) presiding.

Present: Senators Bond and Cleland.

OPENING STATEMENT OF THE HONORABLE CHRISTOPHER S.
BOND, CHAIRMAN, SENATE COMMITTEE ON SMALL BUSI-
NESS, AND A UNITED STATES SENATOR FROM MISSOURI

Chairman BOND. Good morning and welcome to another one of
our Small Business roundtables. I am pleased once again to be able
to welcome the directors of the various Offices of Small and Dis-
advantaged Business Utilization, or OSDBUs. We had an OSDBU
roundtable last November. It was a great success. We learned a lot
from it. We thought we would try it again and we hope to learn
and to share information with you as we did before.

I apologize, I have to leave to go to a VA/HUD markup in sub-
committee this morning. For any of you whose agencies are inde-
pendent agencies, you probably would like to know: we think we
have got the money to keep the Government running in the VA/
HUD agencies area, but it is close. It is always interesting.

Today’s roundtable has a particular focus, the problem of con-
tract bundling. We have heard from small business owners that it
is the No. 1 problem. I had a women’s small business conference
in Kansas City in June of this year and contract bundling was real-
ly an overwhelming problem for women small business owners, as
well as all other small business owners.

The Small Business Act challenges the OSDBUs to ensure that
small business has ‘‘the maximum practicable opportunity to par-
ticipate’’ in agency procurements. You know how difficult this is,
however, when agencies take discrete, small contracts, and roll
them into massive procurements that are too large for small busi-
nesses to handle.

That is why the Small Business Reauthorization Act of 1997 di-
rected OSDBUs to help identify instances of such bundling and to
recommend alternative approaches to ensure small business par-
ticipation. The law also enhanced the SBA’s ability to identify and
challenge bundling. That is what we will focus on today. The SBA
recently published its final rules to implement the 1997 law, and
we would like to hear from you today in detail about how those
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rules work, could work, should work, and will work in the real
world.

Last year, the Federal Government engaged in over 10.5 million
contract actions worth a total of $199 billion. On average, that
means almost 20 contract actions every single minute of every sin-
gle day of the last year. Every minute the Government purchased
an average of $377,000 of goods and services. We, the Congress,
could not review all those actions. We depend upon you to help
make sure that the appropriate share goes to small disadvantaged
businesses.

We reserve the right to review and oversee any of the actions as
circumstances warrant it, but we know it will be more productive
to have a sound agency review process in place. Solid anti-bundling
regulations will allow those close to the action to intervene in time
to make a difference. I think that the SBA’s long-overdue publica-
tion of those rules is a step in the right direction. Again, we wel-
come your comments.

Publication of these final rules also permits the Federal Procure-
ment Data Center to make software revisions to collect data on
bundling. A study I requested from the General Accounting Office
indicated that publication of those final rules was the last hold up
in getting that data collection started. We cannot simply wait for
those data to accumulate so that we have a statistically useful
sample. By that time, it may be too late.

Someone out there has the information. That is one reason we
are coming to you—as the advocates for small business at your
agencies. What have you observed in the contracts you have seen?
The SBA’s rules provide thresholds to determine when a bundling
provides ‘‘measurably substantial’’ benefits that may make bun-
dling ‘‘necessary and justified’’ under the law. But we ask you the
question, ‘‘How do these thresholds compare to the size of the con-
tracts you see at your agencies?’’

Finally, the SBA rules do not expressly mention the OSDBUs as
part of the process. The SBA envisions a vigorous role for the Pro-
curement Center Representatives or PCRs. How sure are we that
PCRs will even find out about proposed bundlings? Can you find
out about them in time to take remedial action?

These are questions we would like to have you discuss today. We
hope to learn from your personal experiences. We appreciate very
much the hard work you do. It sometimes seems like a thankless
job, but I can tell you it means a great deal to the women and the
men who are out there trying to make small businesses work, and
we want to see them get their share of contracts.

We, at the Committee, hope to develop a closer relationship with
you. We want to learn from your experiences and we appreciate
your coming to share them with us.

I am off to an appropriations hearing. My colleague, good friend
and Ranking Member, Senator Kerry will be joining us before long.
Obviously, we have the staff here, and the staff for all the Com-
mittee will be paying a great deal of attention. We thank you for
your time and wish you well and look forward to the guidance that
you can give us today. Thanks very much.

Mr. SMITH. Good morning. Thanks to everyone for being here.
Let me just say a couple of quick words about how this works. Most
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of you were here last year so you already know, but we will go over
the ground rules just for a quick refresher.

Generally, we have found it works very well that if you have
something that you want to say, just take your name tent and turn
it up prominently so that I can see it from over here, and I will
be happy to get to you just as quickly as possible. That has proven
to be the best way to let us know when you have something to say.

Obviously, it is not a confrontational setting of any kind so it is
a chance for you to throw something out if you have something you
would like to say on these issues. If not, if you have nothing to say
on the subject at hand, that is fine. It will help us to stay on time.
So that is good, too.

We are not really going to try to look so much at specific contract
actions that are out there that people are concerned with. Most of
those are hideously complex and we will not resolve this morning
whether they are good or bad for small business or good or bad in
terms of the bundling regulations. Our hope here is to focus on the
process rather than on individual procurements. Now, individual
contracts may come up to the extent that they illustrate the proc-
ess; however, the hope here this morning is to focus on the process.

We are not really out to attack the regulation. When we wrote
our law 3 years ago, we took a stab at this issue and tried to come
up with something that works, and the SBA has done the same
thing and taken a stab at it. We are all going to learn from this
experience, and hearing about that experience is what we are try-
ing to do here today.

So, that is all that I had for opening. Patty, did you want to say
a couple of quick words?

Ms. FORBES. Thank you all for coming. It is really a very impres-
sive group. I did not realize there were quite so many of you but
I am glad you could make it today.

This is obviously a very important issue for small businesses. We
are trying to struggle, this Committee is trying to struggle with the
conflicts of streamlining and reserving contracts for small busi-
nesses or making sure there are contracting opportunities for small
business. We do have concern that if there is too much stream-
lining there will not be enough competition when, in fact, we need
competition in the future.

Senator Kerry is going to try to come. He has a scheduling con-
flict at this time which is why he could not be here to open the
roundtable with Senator Bond but he will be very interested in all
your comments. So thank you very much for coming.

Mr. SMITH. Thank you, Patty. Also just one quick reminder as
you see us trading the microphones back and forth, please feel free
to do the same so that our court reporter is able to get a good
record of what is going on and to generate a useful transcript. It
helps also if, when you are speaking, and given the size of the
group, if you will identify yourself and the agency that you are
from.

I want to start just a little bit with the question—the title of the
roundtable is ‘‘What is Contract Bundling?’’ and you see that state-
ment is written a little farther down on the agenda. I want to start
with the broader question of who decides.
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I have a chart here, and you have copies in your packets. If you
look, there is one that reads, ‘‘Does Procuring Activity Need to Sup-
ply Documentation To PCR for Buying Activity?’’
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Mr. SMITH. That issue is what gets the whole ball rolling on this
regulation: when a proposed contracting strategy is underway that
needs the attention of small business advocates at the agencies and
at SBA. This chart here illustrates that there are four basic screens
that proposed strategies have to go through to determine if require-
ments need documentation submitted to the PCR.

The first screen tests whether it is something that is currently
being performed by a small business. This is a relatively objective
thing. You can see whether there is a current contract that small
business is doing. You can determine that.

Is participation likely or unlikely by small business? That is a lit-
tle bit on the subjective side.

Does it package discrete construction projects? Again, objective.
And then we have the contract bundling definition itself as the

last screen.
If you get past all four of those screens, no documentation is re-

quired to the PCR or the SBA Office of Government Contracting.
So my question to you, based on your experience in dealing with

these problems at your agencies, is: will the SBA’s PCR ever get
documentation about a proposed bundling action to get the chance
to review it in the first place? Will the documentation go to the
people who need to see it and will PCRs even know that something
is in the process that needs their attention? What have you ob-
served in your agencies with this regulation?

Mr. Denniston.
Mr. DENNISTON. Somebody has to start this off. Scott Denniston,

Department of Veterans Affairs.
For a minute forget the definition of significant bundling, the $75

million, but just look in terms of consolidation, if you will, of dis-
crete opportunities. The answer to your question, as it relates to
the Department of Veterans Affairs, is no.

The reason I say that is because we have got 200 buying centers
around the country, but we have PCRs that are assigned to less
than a dozen of those 200 facilities. So just by those sheer num-
bers, most of the facilities that we have do not have PCRs covering
them.

Mr. SMITH. How does that compare to other people’s experiences?
Mr. McCall.
Mr. MCCALL. Stan McCall, NASA.
We have about 10 buying centers. Any requirement, not nec-

essarily based upon the $75 million dollar range, should face some
mechanism to involve the PCR in anything of this magnitude. The
normal process should provide some involvement with the PCR to
determine the impact the contract is going to have on small busi-
ness.

Normally, if you have got a relationship going, there is a dialog
on the overall program and anything of that significance will just
automatically be discussed.

Mr. SMITH. That is actually one thing I definitely want to focus
on, because I want to know, in places where PCRs have been as-
signed, are they part of the acquisition team to begin with? Do they
know what is happening? Are they part of the sessions as the strat-
egy is being prepared, or do they simply have to hope that they can
find out about it as things go along?
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Mr. Bryan.
Mr. BRYAN. Ken Bryan, Department of Justice. I think one of the

significant things that you just talked about was the presence of
the PCRs themselves. Again, we are not slamming anyone, here.
But because of the cutbacks of the PCRs themselves, there are not
that many to go around to be able even to review the contracts you
are talking about.

At the Department of Justice I cannot remember the last time
that our PCR may have reviewed a consolidated contract, or any
contract for that matter. And it is not because they do not want
to but, again, it is because of the scarcity of the PCRs.

Mr. SMITH. Ms. Brown.
Ms. BROWN. Jeanette Brown, EPA OSDBU. The same thing here

for the EPA. We are in contact with the PCR. We talk when we
need to, but my PCR is assigned to four agencies and as a small
agency we do not get that kind of attention.

Mr. SMITH. Ms. Pinson.
Ms. PINSON. Yes. Tracey Pinson, Department of the Army.
We experienced the same problem in terms of coverage of PCRs.

We have over 200 buying activities and some PCRs are assigned
there on a resident basis, and some are roaming which means they
get there if they can. But we do have our small business advisors
there, small business specialists there at all of our contracting ac-
tivities that do review all the acquisition plans that come out of
contract.

In fact, there is a Form 2579 in the Defense Department that ba-
sically requires the SADBU to concur on the acquisition strategy.

Mr. SMITH. So there is a place for you and your office to sign off?
Ms. PINSON. Not my office but, yes, at the contracting office level.
Mr. SMITH. Right. Someone in your office at some level to sign

off that they have seen it?
Ms. PINSON. SADBU. Right.
Mr. SMITH. And that way it gets routed past——
Ms. PINSON. And if there is a PCR assigned, then that PCR

would also have to sign off on that 2579 as well.
Mr. SMITH. I see.
Ms. Williams.
Ms. WILLIAMS. In conjunction with the number of PCRs we are

the first to admit that there are not enough. We have tried to get
coverage where it is possible and we have hired an additional 13
PCRs to try to expand our coverage but our regulations also say
that when there is not an applicable PCR, the documentation
should come into the area office that has responsibility for that ac-
tivity. As Ms. Pinson mentioned, agencies have small business spe-
cialists, and our PCRs work with them in order to review these re-
quirements.

I mean if there were not bundling regulations the PCRs would
still have a role to play in looking at opportunities that should be
set aside for small businesses. So all of this is still within the nor-
mal responsibility of the small business specialists and the PCRs.

Mr. SMITH. That is an excellent point to make. One thing that
I wanted to ask regarding the SBA Government Contracting area
office, when notification comes in, is there a person in that office
who is asked to do something with the documentation when it ar-
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rives? Is there someone at each area office that is the substitute
PCR for this office? One of the charts in your packet describes this
situation.

[The chart follows:]
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Ms. WILLIAMS. We try to funnel it to the appropriate person to
handle.

Mr. SMITH. Is it possible to cover all the workload? Because I
could see an area office covering a lot of contracting activities and
getting a lot of material that is more than one person can handle.
What is the word you are hearing on how that is working?

Ms. HOPEWELL. My name is Luz Hopewell. I am the Associate
Administrator for Government Contracting at the SBA. We do have
a very large workload. I just started with the SBA 2 months ago.

I have been evaluating everything that is going on. The workload
on the PCRs is really significant. The number of PCRs that we
have across the country is very limited. I know the SBA has taken
corrective action and we have actually hired 13 new ones that we
are training at the end of this month. Then for 2002 we will be get-
ting 15 more. But I think in terms of the requirements, we do need
more coverage.

Mr. SMITH. So it would be helpful to have more staff. It would
also be helpful to make sure you have a process—something like
the Army has—where people actually get something routed past
them to make sure that it actually gets seen?

Ms. HOPEWELL. That is correct.
Mr. SMITH. That actually raises another question. Is there some

place where acquisitions, before they end up in Commerce Business
Daily, are printed or some sort of information is out there that is
a resource where people who are small business advocates can look
to find out about stuff that is happening, or is it just kind of a
game to see if we can get the acquisition out the door before the
small business people find out about it?

I thought I saw that Mirinda Jackson had a comment, I am
sorry, a moment ago.

Ms. JACKSON. I was going to comment on a previous question. I
am Mirinda Jackson with the GSA.

We have a process in place that allows the PCR to sign off on
all of the GSA’s procurements that are not set aside for small busi-
nesses. We have a form that is called a GSA Form 89.

Mr. SMITH. I see. So some agencies have various forms that do
allow the routing. Some do not, but some do, is the impression that
I am getting; is that about right?

Stan McCall.
Mr. MCCALL. We call it an acquisition forecast.
Mr. SMITH. Right.
Mr. MCCALL. And anything of this magnitude would probably be

caught in the acquisition forecast. We probably would give some
kind of indication that it would be a bundling-type activity.

Mr. SMITH. I see. And that is OSDBU that puts that out? Does
everyone put out the forecast from OSDBU or is that other places?
It looks like we got a lot of yeses there.

Let me look at a couple of specific questions on this. I am sorry,
Ms. White, you had something?

Ms. WHITE. In addition to the forecast I know some of the agen-
cies also publish an inventory of active recurring contracts that
kind of cues people that, next year, a particular contract is coming
up. We also have on our website at the State Department our In-
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formation Resource Management (IRM) strategic plan, which high-
tech companies can read to see what is coming up.

Mr. SMITH. I see. Let us go ahead and look at a couple of points
on the specific tests here that are on this chart. Again, you have
a copy in your handouts.

[The chart follows:]
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Mr. SMITH. This kind of raises a question that I had when I was
going through the regulation. There were two pieces of it I was not
sure how they fit together.

One of those was the requirement to perform market research.
The market research seems to end up with the judgment of wheth-
er the benefits are measurably substantial and then you can make
a judgment whether the bundling is necessary and justified. It
seems to me that if you get all the way down to the test here, the
last diamond of the chart that asks, ‘‘Is the acquisition strategy a
bundled requirement?’’—then the Agency has to submit a written
statement stating that the bundling is necessary and justified.
Then obviously, at that point, they need to have the market re-
search done in order to be able to make that statement and supply
that documentation.

As part of the market research process, it says that the acquisi-
tion team should consult with the PCR, or the Office of Govern-
ment Contracting. It does not say that they must but that they
should.

Have you all run into some examples of the market research and
how that is working? There is one instance that I know of with the
Air Force, but I am not aware of other instances in the market re-
search process and how that works yet. Mr. Capuano, you had
something on the previous issue I think?

Mr. CAPUANO. Joe Capuano, Department of Transportation.
I wanted to mention on the PCR issue—of course, we commend

the SBA for getting additional PCRs. We are very fortunate at
Transportation. We feel we have one of the best in Reggie Hollo-
way. He is resident in our headquarters building. We have been
very fortunate.

I also think the issue of establishing relationships with the small
business specialists throughout the department and with our pro-
curement officers is very important. Reggie Holloway does that. We
include him in all of our monthly meetings. We include him in our
major decisionmaking and he is very helpful to us in that respect.
So, I think it is important to establish the balance, especially on
large procurements.

The second point is on the procurement forecast. Many of us pub-
lish it electronically on our website. Transportation has one of the
better websites in the Government. We are very pleased with it.

But again in working with the PCR it is very important to in-
volve them even as you get into your procurement planning proc-
esses. And that is, I think, where the issues are because they are
so drained in terms of other responsibilities and other programs.
The key issue is how to develop the priorities for the PCR working
together? I think that is extremely key.

Mr. SMITH. Thank you.
Ms. Pinson.
Ms. PINSON. On the issue of market research, we found that it

is very easy to just say we will put something in the Commerce
Business Daily to ascertain the interest in the small business com-
munity and if we do not get any interest, so be it. But we found
that we have had to go one step further and work with the SBA,
ask them to give us firms and also hold forums with the small
businesses that may be interested in the procurement, because in-
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variably on some procurements the Small Business Administration
might appeal us. We want to demonstrate that we did adequate
market research and that is not just putting a notice in the Com-
merce Business Daily because for whatever reason we do not al-
ways get a good response.

Mr. SMITH. Does the likelihood that the SBA might appeal be-
come, basically, a club that can be used to say this is a reason why
you should get the PCRs in early to avoid delay at the end of the
cycle?

Ms. PINSON. I think so. Yes.
Mr. SMITH. Ms. King.
Ms. KING. If I could just follow-up on what Mr. Capuano is talk-

ing about in regard to the PCRs and the procurement forecast from
the perspective of business owners: How do they know about these
PCRs? How do they know where they are? How do they know they
can get in touch with them? And things like that because relation-
ships should be developed both on the PCRs extending outreach to
small businesses and vice versa.

Small businesses need to be proactive with these PCRs but they
need to know who they are and how to get in touch with them.

The second point is on the forecast. There are still some agencies
that do not put their forecast on their web page. Whatever the
agencies and OSDBUs can do to deal with that, it is necessary. It
really needs to be, in the information age, on the web pages.

Mr. SMITH. Thank you.
Mr. Bryan.
Mr. BRYAN. To follow with what Tracey Pinson was saying, I

think the Commerce Business Daily (CBD) is an important tool
that all the agencies use. I know at the Department of Justice even
though it is, in fact, a part of the market survey, many times that
is a copout. One of the things that I have heard many small busi-
ness representatives say is that they do not actually take it seri-
ously because many times they think that by the time it hits the
Commerce Business Daily it is already ‘‘awarded’’ to someone any-
way.

So I think this may be one of the reasons why some of the small-
er businesses are not necessarily responding to the Commerce
Business Daily—because they do not necessarily take it that seri-
ously.

Mr. SMITH. Ms. Jackson.
Ms. JACKSON. We use the CBD but we also use some of the small

business media. We use the Set-Aside Alert. We use the Minorities
In Business Insider. We post all of our major acquisitions on our
home page. Whenever we have a major acquisition we do what we
call a networking session. We try to bring together potential prime
contractors and potential small businesses so that they can con-
sider partnering or doing a joint venture. And that has worked for
us.

Mr. SMITH. Jeanette Brown.
Ms. BROWN. Even after it is publicized in the CBD I know there

is a tendency—because we have to make a recommendation as to
whether or not there is a small business community out there that
can, in fact, do the work. The program offices are really sharp in
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coming up with ways of saying that they are technically not quali-
fied.

A lot of times when the small businesses respond they give us
a general response in terms of what their overall capabilities are.
Often that is to their disadvantage because they do not speak di-
rectly to the requirement that is at hand and they may or may not
have enough information to give us at that time because it is a
brief synopsis of what the requirement is. That also is a barrier to
the small businesses participating. That is what we have seen at
the EPA.

Mr. SMITH. Would it be useful, and I have not seen one of these
notices in Commerce Business Daily or in the various other media
on this—is there usually a phone number where if people do not
understand they should call and develop a relationship and ask
questions about what the information is that you are seeking and
how they can be responsive? Or how does that work?

Ms. BROWN. There is a phone number and a point of contact and
we also solicit information over the Internet.

However, when the paperwork comes in what we have seen in
the past is that it is not detailed enough to make a valid deter-
mination as to whether or not a small business, in a lot of in-
stances, is really qualified for the work.

Mr. SMITH. Let us go ahead and move on to the next phase here.
Thank you for your input on this question.

We will look at the main focus here on ‘‘What is contract bun-
dling?’’ You will recall that the last screen before we decide wheth-
er documentation is required for the PCR or the Office of Govern-
ment Contracting is, ‘‘Is the acquisition strategy a bundled require-
ment under the definition in the Code of Federal Regulations?’’

I think some of you saw the definition as you came in the front
door here this morning. We put it out on the little poster there. It
is quite an involved little definition. There are a lot of implications
to some of the word choices and all those other good things.

[The chart follows:]
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Mr. SMITH. I have actually something a little more basic to ask
and that is what is a ‘‘contract’’ and how does that differ from a
‘‘contract action?’’ I understand ‘‘contract action’’ takes in some-
thing a little bit broader but what constitutes a ‘‘contract’’ as used
in the bundling definition? And I can see that there would be a
number of things that might happen that people would say, ‘‘Well,
that is not really a contract so, therefore, it cannot be a bundling.’’

What are you observing on that question? What constitutes a
contract for the purpose of this definition? I have a specific ques-
tion if no one volunteers.

Actually, the following question I guess is on the question of In-
definite Delivery/Indefinite Quantity contracts (IDIQs). I have to
say I am not sure exactly which one is the broad categorical term.
I have seen IDIQs. I have seen multiple award contracts. I have
seen Blanket Purchase Agreements (BPAs). I have seen Govern-
ment-wide Acquisition Contracts (GWACs). I am not sure what the
broad-basket term is for all of those. I would be interested in some
discussion of how those differ from each other.

The impression that I have is if you have a contract that is a
standing arrangement to buy from somebody and various agencies
come to it and buy off of it, they do not consider those additional
orders to be contracts. They consider them to be orders, and, there-
fore, they are not contracts, and even though you are coming from
several different agencies it does not constitute a bundling. What
are you observing on that score?

Mr. GERICH. First of all, I am Mike Gerich from the Office of
Federal Procurement Policy. Because you have a little problem, I
guess, on the definition of contract, I will take a shot and I will
hope that individuals will come in. Now as far as experiences you
are going to have to look to the agencies and their actions there.

But the regulatory definition of contract, procurement contract,
et cetera versus the general legal definition of contract—procure-
ment contract obviously involves something the Government is
buying as opposed to giving something away as far as grants.

As far as contractual actions we have a procurement contract
where you actually sign a contract, a contract document, that is
generally the procurement contract. The Government is buying
something. A contract action might be something like a contract
modification as opposed to a beginning contract. You also might
have orders under a contract where you already have a contractual
document in place.

It gets a little sketchier when you come to multiple-award con-
tracts and orders under those, whether an order might be a con-
tract per se for one purpose versus a contract for other purposes.

Generally when you fund something, an order under a contract
you are adding additional funding. That traditionally is considered
another contract. Whether that is a contract for the purposes of
contract bundling I do not know. I think that is probably where you
are driving at. That is where we need to probably flesh it out a lit-
tle bit.

Mr. SMITH. Right.
Mr. GERICH. But that is just the general definition.
Mr. SMITH. Are there differences for this purpose between the

BPAs and the GWACs and the IDIQs and various other things that
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seem to be variations on the theme here or are they pretty much
all the same thing at least on this particular question?

Mr. GERICH. My understanding is that some agencies are issuing
supplemental regulations to the FAR, the Federal Acquisition Reg-
ulation, to provide more specific guidance on how to handle those
orders. So there are some agencies that have gotten more specific
in that area and how to handle this for bundling.

Mr. GREEN. Mike Green with USDA.
When we talk about contracts—anything that we use to buy

goods and services is a contract. I think a lot gets confused with
the FAR in using contract procedures.

We have contracting procedures and we have got simplified ac-
quisition procedures where, in fact, the question has to be raised:
Is a simplified acquisition a contract? The answer is yes because
we are buying a good or service. When people, companies, and gov-
ernment employees use the term contract they are typically talking
about a document to buy goods and services even where different
types of procedures were used to buy that product. And that is
what we have a contract for.

Now these IDIQs, these BPAs, these GWACs, are all basically
the same. One is a contract and one can be a simplified acquisition
with zero dollars in it and you issue task orders on an as-needed
basis whereas an IDIQ typically is relegated to the use of that Fed-
eral agency.

A GWAC contract can be a huge contract with maybe a stipu-
lated amount, over the contract amount for the original buying
agency, where other agencies can also buy off that by issuing task
orders. For all intents and purposes I would think any GWAC con-
tract would be a bundled contract if it is going to be that big.

Any IDIQ contract, if it does not go to a small business, I think
we can consider a bundled requirement because when you start
lumping all these things together and giving Contract Line Item
Numbers (CLINs) and all this, you have one contract where any-
body can buy from that one source. If you are buying services,
hardware, software from that one source, you are cutting the po-
tential for other small businesses and other businesses who com-
pete with that product.

Mr. SMITH. So if you have an arrangement in which different
agencies can buy off of that same instrument, those probably would
have been separate contracts from each agency previously. And
now, you have a standing arrangement where they can all buy off
of the same thing and it becomes a de facto bundling even if tech-
nically it is not.

Mr. GREEN. Government-wide bundling is what that is.
Mr. SMITH. OK.
Mr. GREEN. And then IDIQs are more of a localized agency bun-

dling.
Mr. SMITH. Esther Aguilera, you had some thoughts?
Ms. AGUILERA. Yes, thanks. Cordell, I agree with Mike Green

there. At the Department of Energy, we recently had to issue some
guidance from our procurement head, as well as our Deputy Sec-
retary, to clarify that GWACs are covered within the contract bun-
dling definition because when we had the lawyers look at it they
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could not make a clear determination whether that was the case
or not.

So we just decided to go ahead and make it and send the word
out that that is the case. One thing that is happening is, in a
GWAC where you have a company chosen off of a schedule and
that schedule only has large businesses in it, they are setting some
of these up to then add more contracts and requirements later on.

So they build on that vehicle and that I think is how the GWACs
are being used.

Mr. SMITH. So you modify it down the road and basically it is the
camel’s nose under the tent and then you can modify it subse-
quently and it just gets worse.

Ms. AGUILERA. Right.
Mr. SMITH. And if the modification is a contract action, not a

whole new contract, it would never come under these rules?
Ms. AGUILERA. Right. Well, what we did clarify at DOE is that

for new contracts, subsequent modifications would come under the
rules. We would have to review them for potential small business
impact. But if that clarification were not in place, they would be
able to go through the process of bringing modifications under that
larger contract without our review. So we were able to catch it and
have a process in place to have that review. But it is a potential
danger there.

Mr. SMITH. Lynn King, you have had your card up for some time.
Ms. KING. I am actually here also representing Patricia Stout

who is a council member, National Women’s Business Council, and
unfortunately she was unable to make it. Patricia owns the Alamo
Travel Group in San Antonio, Texas. She is a small business
owner.

She prepared a definition of contract bundling that she was going
to offer and I think it is a good perspective from the small business
owner on what her perception is of contract bundling. And I will
just read her words.

The bundling of government contracts is a consolidation of requirements that may
provide obstacles to participation by small businesses. The contracts are so large
that it limits the potential prime contractors to a few giant companies.

In fact, the potential contracts are so large they even limit the ability of medium-
sized companies to bid. Bundling creates offerings that exceed the capability of
small- and medium-sized businesses and reduces participation in these types of con-
tracts to a mere fraction of the available competition. This runs contrary to every
principle of competitive procurement.

Mr. SMITH. Mr. Foreman.
Mr. FOREMAN. Tim Foreman from the Department of Defense. In

regards to the IDIQs, BPAs and GWACs I think the important
issue from a small business standpoint is the new environment
that we are operating under in procurement, as a result of the Fed-
eral Acquisition Streamlining Act (FASA) and the Federal Acquisi-
tion Reform Act (FARA) and pressures on personnel reductions in
the Department of Defense we have gone from about 460,000 per-
sonnel involved in procurement down to 280,000.

These are convenient tools and methodologies to get contracts out
quicker. I do not know if I can say better, faster, cheaper but
quicker is the key word, less administrative cost. And it is a new
environment and does have a tremendous effect on small busi-
nesses. It does have a tremendous effect on our ability to meet the
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various statutory goals now that we negotiate with the SBA. So it
is a critical issue.

Do I want to turn the clock back? I do not know that I do. I have
also, I think, learned a lot. And I think I have learned a lot in
terms of small businesses that can perform other things in the
commercial arena and also have been somewhat successful in these
other arenas. So that is just food for thought, more than describing
what they are.

By the way, the largest of the group is probably the Federal Sup-
ply Schedule, which we did not really talk to but that is a huge
and growing arena.

Mr. SMITH. Right. Actually I was hoping that someone would dis-
cuss all the different flavors of this thing. I had some questions on
the Federal Supply Schedule that I wanted to do as follow-up but
no one took the bait. Terry or Terrence, which do you prefer?

Mr. TYCHAN. Yes, Terry Tychan.
Mr. SMITH. Nice to have you here.
Mr. TYCHAN. I am from HHS and currently I am acting OSDBU

while we are replacing ours. I have had a chance to have some con-
versations with all of our contracting officers and small business
specialists because I have gotten a lot more interested in all of
these issues and how we are achieving or not achieving our goals.

I just wanted to mention and kind of echo the last remarks that
the idea of GWACs and Federal Supply Schedules and all these
larger-type contracts even transcend the questions of bundling, the
issues of bundling. It is just as was described.

It is all the reforms. They are good, they are very good in a way,
but they present a very general problem. And that is: How do we
meet our small business goals and ensure that we foster the capac-
ity of small business and still take advantage of sensible economies
of scale and so on? And I think that is where our department is
really struggling, to see how can we do this. There have been a lot
of good things that agencies have done in setting up those con-
tracts.

I think that is probably a key area where we want to do more
and where we should look at how one sets up these government-
wide contracts to make sure that small businesses are able to com-
pete well. So just a general comment that that is a problem across
the board.

Mr. SMITH. Mr. Neal.
Mr. NEAL. I am Robert Neal with the Department of Defense. I

have got a couple issues with the description that IDIQs are just
consolidation. We go through an extensive process of competing to
select firms for IDIQs.

We are in the process now that we have looked at a select num-
ber of case studies and what we have found is that a large number
of those IDIQ awards have gone to small businesses with a sub-
stantial increase in the amount of contract opportunity that results
in awards to small businesses. So to make the general statement
that an IDIQ keeps out a small business I think is inaccurate.

I think we need to recognize that there is a balance that has to
be struck here. We have competing pressures. The most difficult
task in looking at all of this is trying to strike that balance, being
able to understand that we have pressures that are pushing all of
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our departments, with reduced personnel, to be more efficient and
more effective and at the same time provide the same opportunities
to small businesses.

IDIQs in and of themselves do not preclude small businesses
from winning. GWACs do not preclude small businesses from win-
ning. The strategies that we employ in selecting the firms are the
key here. When we have reserves that are set aside for small busi-
nesses it results in substantial improvement and opportunities for
small business.

We have a number of major bundle opportunities here where we
have gone to the Nth degree to assure that small businesses get
good opportunities. That means that the management has to be
committed. It is not the tool, it is the management of the process
that I think we really ought to start focusing on and stop throwing
rocks at the tools because the tools are only effective in the hands
of the individuals that are using them.

Mr. SMITH. Ms. White.
Ms. WHITE. I would just like to talk a little bit more about that

segue with your comments, Mr. Neal.
Oversight is a major problem with the GWACs as well. Whether

an IDIQ and a GWAC and so forth constitute a contract is almost
secondary to whether the OSDBUs and/or the PCR even know
what is going on. We have no ability to influence whether some-
thing is going to go to a small business or not if a program officer
decides to use a GWAC or another agency contract of some sort.

A lot of people are using them to circumvent the small business
program in my opinion. I also think it is going to create a problem
in measuring how all the streamlining is—well, for example, Fed-
eral Supply Service (FSS) does allow the funding agency to take
credit for an award, but for all the other non-FSS GWACs it is a
matter of the discretion of the agency and whether the agency
pushes that award and whether it is Commerce or Federal Tech-
nology Service (FTS). If we push to get the credit for it, then yes,
but if not, there is no uniformity.

So we do not even know. Our measurement is sporadic as well
because sometimes an FTS contract is credited to GSA, sometimes
it is credited to State. So we do not know if we are getting a good
measure.

Mr. SMITH. Thank you. Senator Cleland of Georgia has joined us.
Senator, if you would like to say a few words, please feel free.

OPENING STATEMENT OF THE HONORABLE MAX CLELAND,
A UNITED STATES SENATOR FROM GEORGIA

Senator CLELAND. Thank you very much. I would like to con-
gratulate the Chairman for convening this roundtable. May I say
that the issue of contract bundling is an important one to many
small business owners in this era of mega-mergers, global econom-
ics, and e-commerce. Small businesses still remain the backbone of
our Nation’s economy despite all the factors stacked against them.

All too often government contracts are being bundled to create a
single contract that is simply unattainable for many small busi-
nesses and I appreciate the Chairman convening this meeting. I
am a Member of the Small Business Committee, and I am inter-
ested in your input here.
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In my own home State of Georgia there is a bundling issue that
exemplifies the difficulties and the relationship between the Fed-
eral Government and small businesses. The heated debate over the
Air Force’s Flexible Acquisition and Sustainment Tool, or FAST
Program, at Robins Air Force Base is just one example of many
similar cases across the country.

Certainly, as a friend of the Air Force, I find myself in the dif-
ficult position of wanting to do whatever I can to help Robins Air
Force Base save money in a time of increasing responsibilities and
extremely tight military budgets. The Air Force believes that this
program, which also is under consideration at the other Air Force
depots in Oklahoma and Utah, would conserve tax dollars and in-
crease efficiency, two objectives which I share.

However, I have always considered myself a champion of small
businesses and I know how important it is for the small business
person to have access to government contracts, both prime con-
tracts and subcontracts.

The concern, that some small businesses in Warner Robins and
Macon have not had access to these contracts, is something I am
closely monitoring. I have written to Secretary Cohen regarding
this issue and I am pleased that the SBA is also focusing on trying
to protect the interest of small businesses in such cases. As I men-
tioned earlier this is just an example of the difficulties faced by
both the Federal Government and small businesses.

I hope today’s roundtable will help cast some light on some of
these difficult questions so that both the Federal Government and
small businesses can operate efficiently and effectively. Unfortu-
nately, I have got to go to another Committee meeting. I am unable
to stay for the entire roundtable but my staff will be here moni-
toring the testimony and I welcome any comments from the rep-
resentatives of the Air Force or the SBA who may want to make
a statement for the record.

Thank you all for coming here today and I appreciate your par-
ticipation in this roundtable. I appreciate your interests in the ex-
pansion and development of our small businesses. Thank you all
very much.

Mr. SMITH. Thank you, Senator. Mr. DeLuca, would you like to
say something quickly?

Mr. DELUCA. I am Tony DeLuca and I am Director of Small
Business for the Air Force and thank you for the segue, Sir.

I appreciate that, to talk about what we have done in Warner
Robins and what we intend to do with FAST. By way of back-
ground for those who are not aware of what we are attempting to
do, we are attempting to go ahead and put a tool in place, as Rob-
ert Neal indicated, that would provide the Air Force an opportunity
to do three things.

First, it would give us an opportunity to go ahead and obtain
rare spares, rare repairs in a very timely fashion. Second, it would
be able to save the Air Force, we estimate, over $100 million a
year. And third, it would increase total small business utilization
by more than double the prime contract awards and probably more
than triple the subcontracting awards.

We talked earlier about the issue of the involvement of PCRs and
the type of contracts that we look at. FAST and our work on FAST
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has been going on for at least 18 months that I know of in trying
to work through that.

If there is a lesson to be learned here, and I would share this
with the entire group, it is that in the beginning when you stop
working through things and you are really unsure of what to do,
certain individuals will come out and make the pronouncements
that something is a fait accompli when in reality it was not.

That was one of the difficulties we ran into at FAST. There were
things that were put out that were assumed to be the way we were
headed, which indeed was not that way at all.

When we first got into FAST, really the whole focus was origi-
nally just on large business as prime contractors because the work
was thought to be so involved and so complex that small businesses
could not do it. The infrastructure required in terms of being able
to support payroll and so forth was fairly heavy.

As we went through that we took a look at the work involved
itself. And there was a real concern that what we were doing was
going to take work away from existing small businesses down at
Warner Robins and throughout the United States. We found that
the work we were talking about was work that would be added to
the work already being done at Warner Robins.

What I mean by that, it was work that we had MIPRed (Military
Inter-departmental Purchase Request) in most cases to the Army.
The reason is that the Army had a vehicle that was good for us,
that we could get to quickly and that would be able to satisfy the
program manager’s needs.

I think, for all small business people, we have to look at our-
selves and say what are we going to do? Are we going to put our
heads in the sand and say, ‘‘Gee, that is no good’’ or are we going
to provide the customer—in this case, the program manager—an
opportunity to have a vehicle that can at minimum compete with
something else that is out there? And that is what FAST has done.

What we evolved into was a strategy that will have six contracts
in place, two of which will be awarded to small businesses. We also
address the area of bait-and-switch. This was another concern that
small businesses have raised where they are part of a team when
the contract is awarded, but guess what, they do not get any work
afterward.

We have addressed that through the incorporation of a matrix
which identifies the team members as well as the Standard Indus-
trial Classification (SIC) codes assigned to those team members
and the type of work they will do. So, when those tasks are levied
on the contractor, they must go to those companies and if they do
not, they have to come back to the contracting officer before they
can go to anyone else.

The other thing that we have done is we have assigned a 23-per-
cent total contract value to the subcontracting portion and we in-
tend to enforce that by measuring past performance in the utiliza-
tion of task orders. The other thing that we have done is we have
put in place an oversight board at the senior headquarters in the
Air Force, and we have invited the SBA to join us on that senior
oversight board.

We want to ensure that what we tell people we are going to do,
in reality we will end up doing. It is our sincere belief, and it is
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my sincere belief—and I will tell you, Senator Cleland, I have been
in this job 10 years, I have been in Federal work for 32 years, I
was a former competition advocate of the Air Force—this is a good
deal for small business. And I would not say that if I did not be-
lieve it. We have worked through it hard and over.

What it comes down to is how do you balance the need to ensure
effectiveness and efficiency with the assurances that small busi-
nesses need to play. We have letters that come to us from small
business teams that said, ‘‘Hey, we believe in what you are doing.
Let us get on with it.’’ And that is what we are attempting to do.

I think when all is said and done, hopefully we will get a con-
tract in place, and we will be able to come down and sit with this
group and really go through, wholesale, the lessons learned. I think
from a standpoint of knowledge management, which is a new buzz
word everybody is throwing around, about how one uses intellec-
tual capital to ensure continued improvement, we will be able to
share that intellectual capital with everyone. I hope that in the
process we can all benefit from what we are doing.

So, Senator Cleland, I want to assure you from an Air Force per-
spective we understand your concerns. We feel that we have ad-
dressed them, and we are willing to do whatever it takes to ensure
that people understand that.

Senator CLELAND. Tony, a question. Andrew Carnegie once said
to put all your eggs in one basket and then watch that basket. We
are going to be watching your basket. OK?

Mr. DELUCA. Yes, Sir.
Senator CLELAND. Thank you all very much.
Mr. SMITH. Thank you. Luz Hopewell, would you like to take a

few minutes to comment because the SBA prepared the appeal on
this. Then we need to move on to our regular agenda. However, I
do want to get everyone’s perspective on the record as long as the
issue has been broached.

Ms. HOPEWELL. As you know, we did submit an appeal to the Air
Force on the FAST contract. We did look at it very carefully and
we wanted to make certain that we were able to balance the re-
quirements of the Air Force as well as the requirements for small
businesses.

We know that when you develop a strategy early on, and take
into consideration the inclusion of small businesses in the process,
it can work. I just came from the Department of Transportation
and in Transportation we put in place two major GWAC contracts:
ITOP I and ITOP II (Information Technology Omnibus Procure-
ment). I am very proud to say that we had over 40 percent partici-
pation by small businesses as primes. They were able to compete
against large businesses for every task order.

So it can be done, but the key to the whole thing is to have an
open dialog at the very beginning when you start to develop the
strategy that you are going to use for that acquisition. I feel that
the sooner the OSDBU directors as well as the PCRs and the ac-
quisition workforce come together and do that development and
that planning, the sooner you will be able to succeed.

I would like to put in the record the three points that we used
in the appeal to the Air Force. One of them is that we felt that the
statement of work was too broad. Because it was so broad it was

VerDate 19-MAR-2001 11:14 Mar 29, 2001 Jkt 010199 PO 00000 Frm 00028 Fmt 6633 Sfmt 6602 E:\HEARINGS\68451 pfrm07 PsN: 68451



25

difficult to point to small business participation. The contracting of-
fice did not provide information or complete the steps required to
justify the contract bundling in accordance with the contract bun-
dling regulations.

The other major point is that an inappropriate Standard Indus-
trial Classification code was utilized, resulting in an assigned size
standard of over 1,500 employees and that really does not rep-
resent the majority of the work that is performed by small busi-
nesses.

Mr. SMITH. In the interest of moving on, if you, Luz and Tony,
would submit clean copies of your appeal letter and your response
letter, we will insert both of them into the record and we will let
readers of the transcript decide for themselves. That way we can
then proceed. Is that agreeable?

Mr. DELUCA. I agree because obviously we do not agree with my
good friend, Luz on this.

Mr. SMITH. Unfortunately, I think we could spend the next 3
hours on this one.

Mr. DELUCA. Right. I agree. We have been spending 18 months;
what is another 3 hours?

[The information referred to follows:]
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Mr. SMITH. Let us move on then to the next segment on the spe-
cific standards and terms that are used in the regulation. I apolo-
gize for those of you who had additional comments but I am afraid
we want to try to keep on track so the OSDBU council can meet
on time after this is over. The one thing that caught my attention
is one of the phrases that is used in the law and which appeared
in the SBA’s regulation—the term ‘‘measurably substantial.’’

In order to determine whether a bundling is necessary and justi-
fied we look to see whether the benefits from it are measurably
substantial. Both words are important because I thought the SBA
seized on a very valid point in the regulations. The term ‘‘measur-
able’’ implies quantifiable. If you are going to measure it, you have
to be able to put a number to it and there is certain logic to that.

What I wanted to ask you was, how would non-monetary benefits
be calculated? Especially since the thresholds in the regulation are
expressed in terms of dollars. There are some thresholds such as
quality improvements, reduction in acquisition cycle times, and bet-
ter terms and conditions that do not automatically come to mind
with a specific price tag associated with them.

I wonder how well we know how to translate those non-monetary
benefits into a monetary standard.

While someone is thinking of what to say on that, I will give the
reason why I have a concern with this. I used to be a lot more
thrilled with estimates of cost savings until I submitted an amend-
ment once to the Congressional Budget Office (CBO) for an esti-
mate. They came back with an estimate of $12 million plus or
minus $2.5 million, which was about an error margin of about 17
percent either way. I was kind of impressed at the level of arbi-
trariness in these estimates, so that concerns me.

Stan McCall.
Mr. MCCALL. I think Bob Neal said something earlier about

there being opportunities within bundled contracts for small busi-
ness participation. I think measuring the cost of doing this is really
what we need to be looking at. I think we are paying a bigger cost
than we realize.

My observation has been that bundling is wreaking havoc with
the development of new businesses. It is not only from the aspect
of creating bundled contracts that large businesses win. We are
also bundling within the set-aside programs themselves, in that
small businesses and 8(a) firms are putting them together to make
larger requirements. Once these instruments are in place they tend
to soak up every new opportunity that comes along.

Now I feel that over time the smaller requirements that were out
there were developing the American small business base, which
was building up the tax base. That is where the jobs are being cre-
ated. It was also building competition, which was giving us better
prices. I can point to many examples of small businesses that got
their first small opportunity, grew, and then they were able to com-
pete against the large companies, resulting in much better prices.
But those opportunities have been soaked up not only by large
businesses but other small businesses and 8(a) set-asides that
grant these huge requirements that the little start-up company
does not have access to anymore.
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How do you measure that impact? You cannot but I know it is
there. And despite a 10-percent savings we might be getting up
front, we are paying a bigger cost with less competition, less build-
ing of the tax base down the way. So where do we draw the bound-
ary of where you measure the cost.

Mr. SMITH. So perhaps there needs to be a cost component to the
definition somehow. Although in that case the costs are so wide you
would be hard to attribute it to any particular contract but I think
that is a very important concern.

Mr. ROBINSON. Quick question. Based on the strength of his ar-
gument——

Mr. SMITH. Mr. Robinson.
Mr. ROBINSON. Yes, I am sorry, Jackie Robinson from GSA.

Based on the strength of your argument, Mr. McCall, what is your
recommendation?

Mr. MCCALL. I think one thing we have got to do is put more
than just a cost definition on a particular bundle. Other additional
approaches that we must analyze are, we must try to define what
we put to this test, including contract consolidation, new require-
ments, a lot of things that are really bundling but they are not
called that.

Like I said we are even doing it within set-aside programs but
it is not subject to any tests when we are doing it there. It is a
start. Those are some of the things I think we could address.

Mr. SMITH. There was something that Charlie Alderman men-
tioned to me some months ago before he moved on to bigger and
better things. And that was that there had been a study in the
early 1960’s about the effect of contracting in the, I guess it was
at the Defense Department, and that before a lot of the small busi-
ness program was well-developed, things had become so consoli-
dated that a contractor was essentially able to name a price. Does
that ring a bell with anyone?

I have not been able to track down that study. I sure would be
interested in knowing where that is or if anyone knows who pro-
duced it.

Mr. NEAL. What we are in the process of doing now is what we
have gone through, as a commitment to the House Small Business
Committee, of performing a bundling study in which we have in-
vited several advocates to sit on our oversight review board for the
study. What we are finding—we did not find that particular study
because we did do a historical search and we were not able to lo-
cate it—but what we are finding as we go through the process is
that the point that Stan McCall is making is one that many of us
in procurement positions have not come to grips with.

With the economies of scale that we are asking folks to look at,
inherently we are looking for firms that have capabilities that are
not present in emerging firms. You cannot ask us to serve the ma-
ture small business community and the emerging population at the
same time and reduce our resources. You are having us at odds
with ourselves.

When we consolidate and when we go for efficiencies you have
a tendency to look at mature firms with past performance, with
history, that you have less difficulty and you spend fewer of your
resources assisting. We do not have the people so we are looking
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for mature firms that can hit the ground running and do the job
and we never have to look at them again. As we look at all of our
consolidations at whatever level, the study is coming back to us
and pointing out that we are having this schism occur.

And so those are our preliminary results saying that we are fo-
cusing now on mature firms at the expense of emerging firms. Now
we have a lot of programs that are out there for emerging firms,
but do we have contracts that would allow the emerging firms to
gain the experience? That is where we really have the difficulty in
the agencies. Because if I have a choice as a program manager, I
am not going to risk my program on an emerging firm when I know
that there are mature small businesses that will give me a check
in the check box and satisfy my oversight committees if I use a ma-
ture firm.

So we are going to need some help in assisting our leadership as
we come up with innovative strategies to try to enhance the oppor-
tunities for emerging firms. However, we are going to need some
tools in order to assist the emerging firms. Now we used the Men-
tor-Protege program as one of the tools to assist an emerging firm.
But it requires a commitment on the part of the commercial sector,
requiring our prime contractors to invest their resources along with
the resources that we have available. There is very strong senti-
ment that there should not be a Mentor-Protege program where we
offset the cost. If that happens, then emerging firms are going to
be dead in the Federal marketplace.

One other point I want to make on this cost-benefit analysis
piece, when you ask the question of whether or not we should have
cost-benefit analysis, we have got to recognize that we went
through a long, painful process with the Office of Management and
Budget (OMB) Circular A–76 process to finally get to the point
where we feel we have a cost-benefit tool that is useful. We have
just begun to scratch the surface in small business and looking at
consolidations and recognizing that we need a cost-benefit analysis
tool that is useful.

Now that we have recognized that, we can benefit from looking
at what took place in the A–76 process and maybe appropriate that
cost-benefit analysis tool that took years to develop, and also be
able to use it in the area of understanding, what are the costs and
the benefits of doing a consolidation. That is going to take us a lit-
tle time. That is something—as some of the preliminary indications
that we have gotten from our consolidation study show—that there
is a great demand for us to have clear, concise, detailed guidance
to everyone that is involved in the process on how to perform a
cost-benefit analysis as it relates to consolidations.

Because, as it is right now, we are throwing out very raw gen-
eralizations to our contract folks and we are expecting them to
come back with A–76-type cost-benefit analyses and that is not
what we are getting from them. What we are getting is the best
that they have available to them at that particular point in time
and within their abilities. But we are not getting the kind of detail
that you would like to have, that we would like to have in order
to make informed decisions and help our leaders make informed
decisions on consolidations.
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It is one area that we are going to have to spend a considerable
amount of resources, and when I say resources I mean money, in
insuring that we have a good cost-benefit tool because that A–76
tool cost us considerable amount of resources over a number of
years.

Mr. SMITH. And if we have already invented the wheel, there is
not a lot to be gained by reinventing it. Do you recall how A–76
handles some of the non-monetary things like reduction in acquisi-
tion cycle times and terms and conditions and the non-monetary
things? Does it have a process that has already been thrashed out
on how to translate those into dollar figures?

Mr. NEAL. They have tried to thrash out many of those areas. I
would like to submit for the record copies of the cost-benefit anal-
ysis that is utilized by the OMB as the beginning where we can
start to look and see where it may be tweaked to be more appro-
priate for what we use in the procurement field.

Mr. SMITH. If you will submit that to us, we will make that a
part of the record. Thank you.

[The information referred to follows:]
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Mr. SMITH. Sharron Harris, you have been waiting very pa-
tiently.

Ms. HARRIS. I would say that I recognize San McCall’s concerns
and I agree with what Bob Neal is saying. Part of it is looking at
the tools that we have now that we are working with and making
determinations for how this bundling will affect small businesses.
There may be many small businesses that participate if we are
making multiple awards for a requirement. That is a major oppor-
tunity if multiple small business partners get an opportunity at
their varying levels of capability to perform. So we are still looking
at the tools.

Mentor-Protege is one of those tools that can help us with this.
Subcontracting is another one of those tools if we are looking at
large business as prime contractors in the bundling. And that is an
area that we have got to do a lot of work in strengthening how we
manage subcontracting. There are a lot of weaknesses in the tools
that we have under subcontracting to make it work effectively.

Ms. WILLIAMS. I just want to echo also what Bob Neal is saying.
When we put the rules together and looked at the literal words of
the statute, trying to do the measurably substantial benefit anal-
ysis and testing cost was grouped together as one factor. When we
looked at trying to craft the rule we said agencies can look at costs
as well as the other factors individually or in the aggregate to come
up with their analysis. But, we certainly do need help in trying to
come up with best practices that we can share with our PCRs as
well as with the agencies to come up with a good model for trying
to conduct these analyses. So we tried to craft the rule looking at
benefits and recognizing that cost is one of those benefits that must
be achieved.

Mr. SMITH. As an offset to benefits, right.
Ms. WILLIAMS. Right.
Mr. SMITH. Ms. Aguilera.
Ms. AGUILERA. Thanks. I guess one of the key words that we

found was balance in here and from what Stan McCall was saying
there is clearly a role for the Federal Government to play to ensure
we have a strong small business community. But we also have ex-
traordinary tools through our contracting to help do that.

The question becomes the tools and how we could promote pro-
grams within our program office. If I were able to go to a program
manager and say, ‘‘Listen, you do not need to worry, we have got
some extra resources here to do some business development in that
particular area of scientific work that they are doing,’’ they would
get excited about it. Right now we do not have that extra tool for
business development.

I do think that the subcontracting area is a huge area that is un-
derutilized. I agree that prime contracting needs to continue to
have a very strong push, but we should consider subcontracting as
one of the ways where we can develop some of the smaller firms
and things of that nature. There are weaknesses in subcontracting
but that is a key tool.

Right now we do not have a particular goal and we do not meas-
ure subcontracting and how much we do. There is a ton of oppor-
tunity there. So there might be a balance in looking at how we
could leverage some of these opportunities.
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Mr. SMITH. Tracey Pinson.
Ms. PINSON. One benefit that I think that we have a tendency

to overlook, that we probably should be trying to assess, is the ex-
tent to which small businesses will benefit from the bundled con-
tract. Invariably we may take 20 or 30 contracts and consolidate
them down to one or two, but can we package those contracts in
such a way that small businesses will still participate as prime
contracts?

I think that is what, since we are kind of accepting the fact that
bundling is here to stay—I do not know whether we want to say
that publicly or not, but I think that is a reality—but we want to
make sure that small businesses can still play at the prime con-
tracting level.

So bundling is not always negative for small business. Now it
may be negative for that small business that is being consolidated
out of the process and may not be that one or two that gets the
contract but again, our objective is if we have to live with the bun-
dled contract, we want to make sure that the small business can
play at the prime contracting level. I think that is a benefit that
we have to take a look at, and a reality.

Mr. SMITH. Mike Green.
Mr. GREEN. Just a little follow-up on the subcontracting aspect

of bundled contracts. When you are talking about subcontracting
plans, $500,000 or a million dollars, you have got these things
called commercial plans that somebody puts together for all busi-
ness and one agency accepts it so that is the plan that everybody
accepts.

The way subcontracting is currently structured, there is really no
way to ensure that those companies, excluded from government op-
portunities by a huge bundled contract, would have an opportunity
to participate as subcontractors instead.

The Government does not have a right to direct prime contrac-
tors to consider specific firms for their subcontracting. Prime con-
tractors do that themselves. But it would be kind of interesting to
see if we are, in fact, losing numbers of small businesses in the
prime contracting game.

There is something to be done about commercial plans, some-
thing to be done for each contract that we issue. For a huge con-
tract that the potential small contractors that have been weeded
out, at least give them the opportunity to compete with that big
prime for the requirements to become subcontractors. Nine times
out of ten the big prime will already have their subcontractors in
place and companies that are doing business with the agencies do
not have such an opportunity to compete at all.

Mr. SMITH. Jeanette Brown.
Ms. BROWN. One of the other things, going to what Tracey

Pinson was saying, I think we also need to look at and strongly en-
courage the small businesses to team together and do the joint ven-
turing so that they can go after these large contracts. We do not
see enough of that and I think it is our job to work with them to
get them in that position. If contract bundling is here to stay and
this is a factor that we have to live with, a lot of times they can
team together to go after these contracts and win. But I think the
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onus is on us in the small business community to work more with
them and the SBA to get them to that point.

Mr. SMITH. Michael Gerich.
Mr. GERICH. If you will let me, I would like to just backtrack a

little bit. This conversation started on the question of measurably
substantial benefits, the statutory and regulatory definitions, the
SBA regulation, et cetera. In defense of the SBA and also the Ad-
ministration it did, in fact, yes, take a long time to come up with
those regulations in interim and in final form. But I think that re-
flects the difficulty in balancing these situations.

We have got competing, compelling interests on the part of—and
DOD has given you examples of the reductions in manpower. We
have to deal with these situations. Nevertheless, we all are com-
mitted to small business participation. It has only been since, I be-
lieve, July 26 that both the final regulations on contract bundling,
SBA’s and the Federal Acquisition Regulation (FAR) were put in
place.

The difficulty, I think, in arriving at those regulations reflects
the fact that we have to balance these concerns: the small business
interest, the bundling interest, and the procurement reform efforts
that often reflect the reduced resources we have. I would hope that
before we delve into mandatory changes in the statutory and regu-
latory definitions of measurably substantial benefits, et cetera, we
give some time to operate for our agencies to experience these regu-
lations and find out what is necessary. You see examples here
where perhaps we need more best practices.

We need to develop more practices using these regulations.
Again, these may not be perfect but again, there was difficulty at
arriving at those regulations. That reflects the various interests
here: the interest of the major procuring agencies, the SBA and all
involved. So I am hoping that we will have a little more time with
those regulations and operations and agency experiences with those
regulations.

Mr. SMITH. That is a very worthwhile comment. We are not
wanting to use this as a chance to throw rocks at anybody at the
SBA or the OFPP or anybody. This is just simply to get a tempera-
ture check to see how people understand the regulations as they
currently are written and what they are beginning to see as it
starts getting underway. So it is really intended to be more of an
information session. So that is kind of what we are shooting for
here. Ben Saji, you had a comment?

Mr. SAJI. Bundling, to me, seems to be really a return to busi-
ness as usual with the potential for monopolistic practices. It was
just a few years ago that we were using strategies on how to break
out some of those big dollar contracts so that small businesses
could participate. We did that because there was no real savings
to the Government in the first place with what looked like monopo-
listic practices.

Now I do not see any promise of government benefit and what
we now say is we must have bundling procedures in order to help
the Government. Whether or not it is hurting the small businesses
seem to be clearly evident as they are screaming at the top of their
voices that they are being hurt. I do not see how anyone is being
helped by it.
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Mr. SMITH. Let me make one quick statement and raise some-
thing for everyone and then move to you so that we can be thinking
about the next thought. One of the tiers that the SBA came up
with in its regulations was the $75-million threshold of looking at
measurably substantial benefits at a two-tiered level, and trying to
figure out when those benefits should be reckoned as a different
figure above a certain threshold. The figure they used was $75 mil-
lion.

The regulations—the explanation and justification I think they
called it—the SBA maintains records on the value of bundled con-
tracts and over the past 4 years they determined that the majority
of bundled contracts fell within a range of $50 million to $75 mil-
lion and that is kind of the origin of that. And that is looking I
guess at a government-wide basis, just collecting from all over. I
was curious though about some of you.

Some of you have smaller budgets than others, and I was won-
dering how you look at that $75-million threshold and how that ap-
plies to your agency. Is it very high for your agency? Is it very low
for your agency? Or what is your experience? Lynn King, if you
want to go ahead and comment, but if everyone would please be
thinking about that.

Ms. KING. This will sort of tie in a little bit. Again, these are the
words of my council member, Patricia Stout, and this is her experi-
ence, not to throw stones but to just provide information to the di-
rectors here from a small business owner.

Last year, the GSA issued multiple-award contracts for travel
services. That included a good number of set-asides to small busi-
ness. The GSA included multiple awards for nationwide travel
services whereby government agencies could select a single travel
contractor to provide services to all those government agency’s loca-
tions nationwide. This was done to allow the greatest flexibility
possible to the various government agencies.

The sheer size of the GSA contract line item for the nationwide
coverage limited the competitors to the very few, very large travel
companies. Through this practice the small business set-asides
were not enforced. Just to give an example, the travel contract for
the Department of the Interior was recently awarded to a nation-
wide single contractor for a total of $49 million and that again, ties
with the threshold $50 million to $75 million and has effectively re-
moved its purchases from the small business set-aside. The INS,
the GSA, and the SBA are a few of these agencies that are adopt-
ing this practice and this just happened this year.

So I mean the issue of the $50 million to $75 million does, I
think, depend on the agencies because obviously DOD for their con-
tracting numbers that is all right, but smaller agencies and inde-
pendent agencies might not have that threshold level of the $50
million to $75 million, maybe $49 million and under.

Mr. SMITH. Tony DeLuca.
Mr. DELUCA. Just a couple of comments I guess. First of all, I

would caution us all that we do not take something out of here as
a given when indeed it has yet to be proven. What I mean by that
is, we are going through a study in DOD now looking at what is
happening in bundling and what is not.
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So I would hate to have everyone leave the room thinking that
bundling is bad and we are bundling every contract we have and
that small businesses cannot play because that is not true. We do
not really know the answer to that yet. I think that is something
that we have to find out.

With respect to the teaming issue, I think that is a very good
point. The SBA changed the affiliation rule and I co-authored a let-
ter with the head of contracting in the Air Force encouraging all
contracting officers to take advantage of that. We have done that.
At Brooks Air Force Base we awarded a contract to a team of two
women-owned businesses for $100 million. Individually they could
not have done that. So I would note here again that is an oppor-
tunity that should be taken advantage of.

The issues of tools and bundling and break-out reps—reminded
me of years back when I was competition advocate and being there
we had to fight toilet seats and hammers. The way we did that is
we introduced competition. Competition is nothing more than the
phenomena of the marketplace. We have a cycle going now. And we
see that cycle in large businesses.

I saw this statistic and it was in the Democratic platform, and
I am not saying I am for one or the other, but it stated that of the
22-million jobs created in the last 8 years, 90 percent came from
small businesses. So, are we bundling? Yes. Is it affecting small
businesses? Well, if job growth is really there, I am not sure.

I think the other thing we have to look at, Cordell, is that within
the context of this overall 23-percent fandango, we have got so
many subgoals it is like, which one am I pushing today? And oh,
by the way, we in DOD have lost one of the biggest tools we had,
which was our small disadvantaged business set-aside, because it
was determined that we could not do that anymore.

So I think as we go forth on this, yes, balance is to be achieved,
but I think we need to take a look at what is happening in the en-
vironment out there. What does the economy look like? Sometimes
we have to step back and say, ‘‘If we are really going to make a
difference, if the Federal Government is really going to step in and
do something, then we have to understand that the role needs to
be effectiveness, not always efficiency.’’ Effectiveness sometimes
runs right smack against efficiency, and that is something that we
run into everyday.

Mr. SMITH. Sharron Harris.
Ms. HARRIS. I agree with Tony DeLuca’s comments but what I

was also going to say was that as we look at that $75-million
threshold for some agencies—and Agriculture is a large agency
that is still in the higher scale for industry specific thresholds, and
I know that creates a ton of confusion when you are looking at in-
dustry-specific thresholds—but that $75 million is a large volume.

We do a lot of food commodity acquisition. Mike Green and I
were thinking. We cannot recall when we have done a food com-
modity acquisition at that threshold and we are struggling for
small business participation in those industries. So that is a sub-
stantial threshold. It may not be for DOD, we recognize that there
are agency uniquenesses but for some of the larger agencies that
is a significant threshold, especially when you are looking at a
rural constituency like the community we serve.
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Mr. SMITH. Debra Murphy.
Ms. MURPHY. Debra Murphy with the Library of Congress. Our

budget approaches basically $250 million a year so a $75-million
threshold is pretty high relative to our budget. But what we do
have is a commitment. We are averaging roughly about 60 percent
of our awards going to small businesses. In the context of indi-
vidual development, individual Indefinite Delivery Type Contracts
(IDTCs) and multi-awards and all of the different types of contrac-
tual instruments that we have, many of them as Tracey Pinson has
indicated, are going to small businesses.

We are in the process of implementing a supplier diversity pro-
gram where we plan on encouraging small business participation
by way of teaming for a lot more of our more sophisticated projects
for our exhibits. But I just wanted to say that while $75 million
is a tremendous threshold, it certainly does not diminish the chal-
lenge that we all have in terms of balancing contributions and par-
ticipation on the part of the small business community with the
needs of our program managers.

Mr. SMITH. Thank you. I apologize to the rest of you. I think in
order to stay on time we are going to have to move on to the next
segment. So I apologize for moving on before everyone has had a
chance to comment.

Now, I want to go ahead and raise the issue of where OSDBUS
fit into this process because that is obviously something that you
all know better than I do and anyone else for that matter. I put
up the chart over here of what it says is in section 15(k). You have
this also in your packet if you cannot see the large chart.

[The chart follows:]
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Mr. SMITH. It is from the Small Business Act on OSDBUs—or
SADBUs as the case may be—of identifying proposed solicitations
and trying to find ways for small business to get into the process
and work with reforming solicitations to make them better and so
forth.

We raised a question earlier, in the context of the procurement
center representatives, about how they find out about potential
bundlings. It looked like in some cases agencies had learned that
it was in their best interest, in order to get an acquisition out the
door, to work with the PCRs early on rather than wait until late
in the game and having to go through an appeal process. Some of
you had, I think, Joe Capuano, you were the one who mentioned
about a PCR with whom you had very good working relationship
and brought him into the process very early on.

What is your experience as OSDBUs? The regulation itself does
not mention OSDBUs in particular, it just mentions the PCRs. My
supposition is that a lot of contracting probably occurs by rushing
to try to get it out the door before you hear about it. How do you
hear about procurements that are happening in your agency? When
do you get the opportunity to intervene? How much of what your
agency does do you actually get to see?

Ms. Harris.
Ms. HARRIS. At one time at the USDA we had a threshold that

any requirement over $100,000 needed clearance through the
OSDBU office if the acquisition strategy had not been to set the re-
quirement aside.

Now we have run into fierce competition among our procurement
council members because part of what they do is negotiate. Part of
what the small business reps in our different bureaus would do is
negotiate when they can get an award set aside but some they
would have to give up. So right now we suspended that strategy
because of the challenges that we were getting and went to a more
cooperative effort to encourage the business reps to reach their
goals and then be given a waiver.

So we are in a resting stage for that but that was one of the
ways we tried to identify requirements that were not targeted for
set-aside. And we set a threshold to do so. Now what has hap-
pened, though, is a number of agencies utilize instruments that
will allow them to circumvent even making that requirement avail-
able. They may use a GWAC instrument. They may use a Federal
Supply Schedule instrument or an interagency agreement of some
type so that when they have requirements, another agency is going
to procure for them. So it is a tug-of-war to really get a strategy
in place that works effectively.

Mr. SMITH. Scott Denniston.
Mr. DENNISTON. A couple of things. I have been sort of quiet

today because, after my first comment and hearing all the rest of
how great the PCRs are, I did not want to put a negative tone on
this meeting. But I would suggest to you that Tony DeLuca’s com-
ment about small business job growth—I cannot dispute that. Yet
the SBA tells us we have 20-million small businesses in the United
States, but if we look at the Federal Procurement Data System
(FPDS) statistics, we have only have about 5,000 small businesses
on a yearly basis that do business with the Government.
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So my point is, we are looking at a small universe compared to
the 20 million. I think that is a problem. If we look at FPDS statis-
tics over the last 6 years, even though we know that the percentage
of the total procurement going to small businesses stayed about the
same, the number of actions that have gone to small businesses in
any category—whether it be small, SDB, women, 8(a)—has been
cut in half.

I would suggest that that gets back to Stan McCall’s questions
about what are we doing for the smaller businesses and some of
these issues that we have been addressing. They are tough issues.
I do not know that any of us have an answer. One of the biggest
problems I have, though, is knowing what is going on. We have
processes in place, like some of the other agencies where anything
over $100,000 is not going to be bought through a small business
program.

It is supposed to come in to us to review but again we have got
a staff of 10 people. We have got 200 buying offices. Quite frankly,
the way we find out about what is going on is we review the CBD
every day. That is how we know what actions are going on within
the agencies, within the Veterans Affairs anyway.

As an example, we have a brand new opportunity where the Of-
fice of Management and Budget (OMB) is telling us we have got
to get out of the business of managing home loans. The private sec-
tor can do that better than we can. We are doing it under A–76.
We think a regional strategy would be excellent for small business
but I am told that OMB is saying ‘‘no,’’ the only way we can do a
fair cost comparison is we have got to do it nationwide. That is
going to cut out opportunities for small business.

Our folks are getting very creative at using GWACs. We have a
major push on for Federal Supply Schedules. Even though we are
the largest healthcare provider in the United States, we are only
about 5 percent of the total contracting dollars that are spent on
healthcare in the United States.

Quite frankly, we do not have the kind of leverage that I think
a lot of folks think we have to impose strong subcontracting goals.

We go to a pharmaceutical company and we say we want a sub-
contracting plan. They say, ‘‘Hey, we are the only game in town.
You take what we have got or you do not buy our product.’’ When
it is healthcare, you know we are going to buy the product.

We have the same problem when we spend a tremendous amount
of dollars every year with our affiliated teaching institutions, those
medical schools around the country that we use. In some instances,
depending on the strength of the local management, people will say
that the healthcare schools run the VA. We say to them, ‘‘We want
a subcontracting plan with opportunities for small business.’’ They
say, ‘‘Hey, we are not going to play.’’

And it is very difficult sometimes to impose some of these re-
quirements. When we do find out about them, do we get involved?
Sure, we all do but the dilemma is that as we have new contracting
strategies to use it gets more and more difficult for us to get some
of that basic information that we are talking about in order to do
our jobs.
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Mr. SMITH. When your offices put out the forecast, does it specify
a contracting approach or does it just say this is what we expect
to buy?

Mr. DENNISTON. Each agency does it a little bit differently. From
our standpoint, most of our anticipated requirements we put out
with no contracting strategy. The reason we do that is, for in-
stance, we want to make sure everybody has an opportunity. If you
find something in our forecast that you think you have the capa-
bility to perform, we want to hear from you.

So we do not want to say this is going to be a HUBZone, for in-
stance, or this is going to be an 8(a) or this is going to be a small
business set-aside because in a lot of instances, especially with the
8(a) program and the HUBZone program, we do not know enough
about the capabilities of the firms to make those types of deter-
minations if they do not come to market us.

Mr. SMITH. The reason I ask that is, obviously for you to prepare
the forecast, someone has to let you know what the agency expects
to buy. But do they let you know a timetable? Do you have an idea
of, well, that in November we will probably buy widgets, therefore
I should probably contact this contracting officer to see what is
happening or whether they are going to go buy it off the schedule
without telling me? How much information does that forecast gen-
erate for you in terms of——

Mr. DENNISTON. For those types of products and services that we
buy on a recurring basis, the forecast is pretty accurate because we
know when contracts are going to expire. We know what we are
going to be competing for. The dilemma that we have is that many
times when we put the forecast together the actual budget has not
been approved.

So when we are talking about new, unique things, especially in
the IT world, it is very, very difficult to get people to tell us what
they want to do. This is especially because the IT procurement peo-
ple have all these other contracting vehicles; therefore, they do not
need to go through the normal, traditional procurement process.

So, quite frankly, not only don’t they want us to know, they do
not want our contracting people to know where they intend to
spend their money because they want total autonomy to make
those decisions. Those decisions are made based on who markets
them and just because of economies small businesses do not market
the same way some of the big guys in the industry do.

Mr. SMITH. Joe Capuano.
Mr. CAPUANO. I would like to offer a comment on the question

of access to information. Please excuse me, I am struggling with a
cold. One of the things which—why don’t I pass and then come
back to me?

Mr. SMITH. Linda, you have been waiting for quite awhile. Why
don’t you go?

Ms. WILLIAMS. I just wanted to clarify a point you raised earlier,
Cordell, as to the mention of the OSDBU directors and the regula-
tions.

As you well know most of the OSDBU directors are head-
quarters-located. We put the responsibilities in the regs on the
small business specialists because they are the people that are in
the field offices that actually work with the PCRs and the pro-
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curing officials to determine the strategies. So that is why we did
not mention the OSDBU directors. Instead, we mentioned small
business specialists, but they are covered.

Mr. SMITH. Mr. Neal, I cut you off earlier so why don’t you go
next and then we will go back to Joe Capuano?

Mr. NEAL. Very quickly, one of the things that was slighted when
you talk about small businesses and our effort, and again this is
from our preliminary results from our consolidation study, what we
found is from 1994 to 1999 we had an increase in the number of
small businesses that DOD does business with. We went from
3,900 small businesses that we would—I am sorry, small disadvan-
taged businesses that we were doing business with to 4,600 small
disadvantaged businesses. And in the area of small businesses we
went from 16,000 small businesses to 18,000 small businesses that
we are doing business with. Those numbers are from 1994 to 1999.

When you look at numbers like that, it gives you results that are
counter-intuitive to a lot of the concerns about harming small busi-
ness. So it gets back to this balance that everyone is trying to
strike. There are some things that we are doing very well and
maybe there are some areas that we are not doing as well.

What I would encourage folks to start looking at is to sit down
and really identify what principles we are operating under in terms
of acquisition reform and acquisition efficiency, and what principles
we are operating under for small business. Then sit down and work
out a strategy that melds those two sets of principles together. But
that requires a lot of heavy lifting and a lot of work on a number
of levels.

In particular with the leadership at all of the agencies it is going
to be absolutely imperative—and I am talking senior leadership,
not SADBUs. We do not sign any contracting documents. We do not
make the commitments. The people that are making the commit-
ments for the agencies have to be held accountable. That is where
all of this is ultimately going to end up.

I mean, although the numbers are going up, the balance has to
be struck. But the people that are signing on the dotted lines are
the ones that have to strike the balance because we are merely
their consciences on their shoulders talking in their ears.

Mr. SMITH. Mr. Capuano, would you like to try again?
Mr. CAPUANO. Yes. As a matter of fact, Bob Neal gives a good

lead-in to this. One of the things which is really important on ac-
cess to information and on contracts is to really have a good part-
nership. With Secretary of Transportation, Rodney Slater and Dep-
uty Security of Transportation, Moritimer Downey, one of the
things we started in 1995 with our former Director, Luz Hopewell,
was to have the small business focus in our strategic plan. It was
actually identified in our economic growth outcome. It is equally
important in our new plan, but has been refined and has looked at
some of the new areas that we need to focus on.

The other key point that Mr. Neal mentioned was that the Pro-
curement Center Representatives are very important. However, the
procurement management council at DOT has access to those pro-
curements across the department, and that is important in a $50
billion department, 100,000 employees, with a national focus. The
relationship that I hope we have at DOT with our procurement
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management council as a result of the leadership of Luz and others
has been excellent. We are actually a member of the council.

So with that strategy which was started in 1997 we actually
started to move forward anticipating where this was going. Now,
we have a long way to go. Like many agencies we are struggling
with some of the new requirements coming out, the lack of tools
that was mentioned, the rule of one. Those tools at the operational
level are critical for small business specialists and procurement of-
ficials on the big contracts out there. Those tools may be five times
as valuable on the smaller contracts or those that are not being
bundled.

And so the balance that we look at is a combination of that, but
the leadership that Bob mentioned is absolutely critical. I think
that is essential across the board.

Mr. SMITH. Arthuretta Martin and then Esther Aguilera?
Ms. MARTIN. Thank you. I am Arthuretta Martin. I am from the

Department of Health and Human Services.
I just wanted to respond to the question that was posed here and

that was the OSDBU involvement in bundling. At the Department
of Health and Human Services we have a process in which procure-
ments are reviewed by both a PCR—we do have a PCR onsite—and
also the small business managers.

As far as the OSDBU’s office involvement in that process, we are
only as involved as the small business managers inform us. A small
business manager’s involvement is only as good as their ability to
find out about the requirement. We have had a number of different
OSDBU offices, and I hope that you have heard this repeatedly,
say we even as small business managers do not always have access
to the requirements.

I think also what was said, and we need to really hear this is:
Even the procurement community does not always have access to
the requirements.

We, as a community, do not have as much control over Federal
dollars as we did once upon a time. I think that there is a lot of
competition within the procurement community. They are com-
peting from one procurement activity to another to make sure that
they get work to do so that they will not become a part of an
A–76 study. I think that also within the dollars available, the pro-
gram officials do have a job to do and they do not want obstacles
hindering them from being able to accomplish that. So if they can
go to a GSA schedule or another agency’s contract to meet their
goal, they are going to do it.

We have too many competing things going on in this environ-
ment to be able to do the job that we have been put here to do.
Those contracting officers, when they get a requirement if the pro-
gram official agrees and is willing to work with him, we can do a
lot of work for small business. But it is important that you under-
stand and that the deciding people understand that the person or
the individuals that have the most control over this process are the
program officials. We need their support. We need their buy-in in
order to make this work.

Mr. SMITH. Esther.
Ms. AGUILERA. We have a process in our agency where we review

contracts of $3 million and above. We are making some changes to
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that, but what we found is that we are getting them at the end of
the process only when some of the key decisions have been made
and they want to move with it quickly. So we have been meeting
with all the program managers and offices to talk about plans for
getting involved in the acquisition planning early on. I think that
will make a big difference.

But specifically on the role of OSDBUs and this bundling area
I am concerned that this has not been mentioned. I think the im-
portant thing is, while the Small Business Act does place small
business specialists in each of the procuring agencies and offices,
the Department of Energy is in 23 States across the country. It is
important to understand the role of these offices; how they are em-
powered or not and our role with them.

They report to that program manager. They do not report to me.
We do have monthly calls with them. We are constantly involved
and engaged with the small business program managers in the
field but it is important to understand the role.

We had a couple of cases where the field office was involved in
a procurement and the SBA and the PCRs contacted the local office
to raise some objections and it went forward anyway. We did not
find out about it until it was too late, the 11th hour. We could
make a bigger difference if we are somehow tied in and we are in
the loop. Granted, I think that we have very good PCRs that work
with us.

Our small business program managers are very committed but
they have managers that they report to as well. And unless we
want to have some kind of more direct oversight, again in terms
of our relationship with them, then I think it is a problem. I think
OSDBUs want to help on some of these bundling issues, but we are
not involved early enough. What we are looking to consider doing
at DOE is try to figure out a way to make sure that my office is
alerted about some of these things early on because it is not in the
reg. It is not something that automatically happens.

Mr. SMITH. One quick question. Because the one time when the
OSDBUs do get some information at some point is apparently in
preparing the forecast. So that does give you some idea of what is
coming up. How is that information compiled? Does your office hap-
pen to know what you expect because of contracts that are expiring
over the next year or do program offices contact you? How does the
OSDBU get involved before the forecast is actually developed?

Ms. AGUILERA. As I mentioned, actually we have two processes.
One is the review of the contracts of three million and above. For
our forecast we send out a notification asking specific questions of
information we need to get to put together the forecast.

We do ask about the acquisition method, and when it is going to
be procured. And we get a very good response. The forecast has
quite a few requirements in it but it does not represent the entire
universe of what is happening out there. Our forecast contains
maybe opportunities of about $3 billion over 3 years, which is a lot
of money both in the prime area and the subcontract area, but it
still does not capture everything that is happening out there.

There are, I would say, two or three times more activities hap-
pening out there than what we capture in the forecast and others.
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Mr. SMITH. We will put a pause on this discussion, on the role
of the OSDBUs, because I had a couple of requests that I agreed
to honor in terms of a few folks wanting to talk about some mis-
cellaneous issues. So we put some miscellany on the agenda, and
then if everyone decides that we wrap that up, we will go back and
take some of the additional comments that we have not gotten to
hear yet. Mr. Neal, I know you had some things you wanted to call
to our attention so please proceed.

Mr. NEAL. There are two issues that I wanted to bring to the at-
tention of the Committee and to the Members of the Small Busi-
ness Committee. First of all, I have spent a great deal of time talk-
ing about the preliminary results that we are starting to see from
our consolidation study. That study—we are expecting to wrap it
up and to have a final report this month that will be available and
it reveals some things that surprised us as advocates for small
business and also it confirmed some things for us.

As we go through the process we think it will be very instructive
for Members of the Committee and for members of the small busi-
ness community to take a look at this study and to take into con-
sideration that this is one of the first times that we have actually
had any organization spend the time and the money to develop
some statistical measures of what is actually going on with respect
to consolidation. It is very insightful for us.

As we have looked at it we see some things that are indicating
that small businesses are faring very well with consolidations.
Then there are some other things that are of concern to us. Those
are the types of things that we think we need to start focusing on
in addressing the issues where the gaps exist, where we need to
devote more resources and to devote our focus to, for example, cost-
benefit analysis—being able to do a good job of not only performing
the initial cost-benefit analysis but to follow-up on things to find
out if the cost savings that were projected were actually achieved.
I mean we have that problem across the board whenever we use
cost-benefit analysis.

Second, I wanted to bring to the attention of everyone here that,
in looking at the issues that we are looking at today, we came to
realize that we really needed to pull together a team to focus on
how we get top level senior management involvement and account-
ability at every level. Not only is it important for our base com-
manders who are responsible for executing at the individual bases,
but it is also important to have the senior leadership in the sec-
retary’s office and the secretary involved in these sort of things.

Now when you have agencies that are very large and have very
diverse interests, it is not always possible to put those types of
things in front of the secretary and get them to spend a consistent
amount of time focusing and reminding the management structure
of how to do it. What we have come to recognize is that through
a rapid improvement team that has met over the last 2 weeks, we
have got some very concrete strategies that we are looking at uti-
lizing within the Department of Defense to help focus our manage-
ment attention and more importantly focus on accountability.

We, as SADBUs and small business specialists, do not sign the
documents. We do not make the commitments. In order to ensure
that people are committed they have to recognize that that is one
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of the key parts of their jobs as program managers and contracting
officers. What we spent the bulk of our time looking at is, how do
we ensure that those individuals understand that it is a key func-
tion of their responsibility to ensure that small business opportuni-
ties are available? As soon as we are able to clear the review proc-
ess within the Pentagon, we will be very happy to share that with
anyone and to talk about how we arrived at those conclusions.

We do feel that we are on the right track, that the grades that
were handed out by the House Small Business Committee were a
wake-up call. Not that we would agree with them in total, but we
do believe that it pointed out to us that we could do more as an
agency and we are committed to doing more. So the results that
you will see as part of our consolidation study and as part of the
report of our rapid improvement team will show that the Depart-
ment of Defense has taken this task on and that we believe that
we are going to be very successful.

As Tony DeLuca pointed out in looking at the FAST, we are
going to be very aggressive in how we address consolidations and
insuring that small businesses receive great opportunities as a re-
sult of our efforts to consolidate.

Mr. SMITH. We will look forward to hearing the results of what
you are putting together there. I think we are very interested and
excited about the way that you have tackled this study. I think you
are onto something. There is a lot of—the folks at the top may be
aware of the goals and the agency as a whole is responsible for
achieving them, but if everyone is responsible, no one is respon-
sible. You need to find a way to get that down to the level of people
that are making the day-to-day decisions. So, I think we will be
very interested in what you have on that. Mr. Robinson, you had
something for us?

Mr. ROBINSON. Yes. In reference to Bob Neal’s statement about
senior level management involvement and their support, at the
GSA we are a part of the leadership; therefore, issues such as
these, we have brought the record to the attention of the leadership
and we get feedback, direct feedback.

One of the questions that I had is, and it may have been ad-
dressed prior to my arrival, what do you expect to take place as
a result of the things that you are hearing today with this round-
table? In addition to that, what is the timetable involved?

Mr. SMITH. As to the timetable, I can tackle that first because
there are 440 Members of the House and 100 Members of the Sen-
ate who feel free to disagree with me on timing. I have never quite
been able to understand that. But obviously, realistically we are
probably pretty much out of time in terms of doing anything this
year.

In terms of how we can improve the goaling process or what im-
provements, if any, should be made to the contract bundling regu-
lation, I think Michael Gerich raised some valid points about wait-
ing and seeing for a little bit longer. On the other hand, if there
are some obvious loopholes they might be worth closing. Those will
all be things that we will be looking at very early in the 107th Con-
gress which would be in January 2001.

As far as just exactly what we would do, that is going to depend
on what we hear about what is actually happening. That is one of

VerDate 19-MAR-2001 11:14 Mar 29, 2001 Jkt 010199 PO 00000 Frm 00135 Fmt 6633 Sfmt 6602 E:\HEARINGS\68451 pfrm07 PsN: 68451



132

the things that this roundtable is designed to help us with and that
is to get that information. I did make the commitment very early
on that we would not ask you to help us write a new definition for
bundling because you are not legislative—your legislative offices
probably would not be too happy if I asked you to do that.

But the information that you relate to us gives us some idea on
how the real world looks at these terms and defines them and
maybe gives us some ideas on how to go about making improve-
ments.

Mr. ROBINSON. A follow-up question. The report that you will
draft, will that report be brought to the attention of the Committee
Members or to this group that is here?

Mr. SMITH. You mean of this meeting?
Mr. ROBINSON. Yes.
Mr. SMITH. There will be a transcript prepared and we will be

happy to send that to you as soon as it has been published. Allow
about 5 to 6 months for that. I mean it is a matter of going back
and forth between the GPO and proofreading and typesetting and
all that stuff.

Mr. ROBINSON. I want to make sure I am clear on my question.
Not the minutes from the proceeding but what will be the next
step, the recommendations, et cetera.

Mr. SMITH. From this?
Mr. ROBINSON. Yes.
Mr. SMITH. I do not envision that we would actually issue a re-

port per se based on this meeting. It would just be the same as any
of our Committee meetings. We come away with information that
we would use when we start looking at legislation. I would think
the work product would ideally be legislation. But there are more
people involved in that question than just me.

Ms. FORBES. Basically, I agree with Cordell that we are pretty
much out of time. The bills that are going to get done this year are
primarily Appropriations bills. There may be some others. We are
hoping at least SBA’s Reauthorization bill will get done, but it is
not going to be anything involving bundling at this point.

It is far too late in this year but what this roundtable will do is
enable us to decide, when we are planning and discussing with our
Senators and our Committee, what do they want for the legislative
agenda for next year. This is a very timely date to have this round-
table so that information can be factored in. That is what I see.
Also, it would not be concluded in January. We will start working
on it in January.

As I am sure you know, the Armed Services Committee and the
Governmental Affairs Committee are very interested whenever we
start focusing on bundling or anything that affects their work. It
is a very complicated process.

Mr. SMITH. Mr. Faithful, you had something for us?
Mr. FAITHFUL. I am Bob Faithful, the Director of the Interior De-

partment’s OSDBU office. I wanted to come back to a point that
Lynn King had made in her reading and I think that as a short-
timer among the OSDBUs it has become evident to me that there
are actually two government activities here.

I think you were right to ask about the level of commitment that
was set up. DOD, NASA, GSA and Energy are 4 out of the top 20
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organizations that do more than $5 billion a year in business. So
you have got 16 of the organizations sitting around here that basi-
cally do about $31 billion.

However, out of those 16, almost all of them met the 23 percent
goal for small business last year. The GSA in particular, if you are
looking for a best practices among the larger organizations, was in
the top five, I think, in almost every category in terms of looking
for how accountability is handled.

Also starting with the Departments of Transportation, Interior
and State, they led with at least 50 percent of their organization’s
procurements going to small businesses. Is bundling the same type
of issue? Are the standards that are set up correct? The answer is
probably ‘‘No’’ in terms of what we do. In terms of the threshold
of $75 million those are not realistic standards for the majority of
Federal agencies that are out here.

If you are looking for how small businesses will make contact, it
is not always with NASA or, because of the need for security clear-
ances, the Defense Department or with the Energy Department’s
contractors. The GSA, like I said, is doing a good job so you cannot
say anything about the GSA. They are on top of their percentages.
The reality is that most small businesses are going to come into
contact with the rest of the Federal Government.

Oftentimes the regulations are written to handle the large
amounts of money, the $152 billion that go through those four Fed-
eral agencies. Somehow there has got to be a way to differentiate
between the majority of Federal agencies that are sitting here and
the rules that we also are trying to work under. Interior has a
partnership with our procurement community. We need to talk
with them. We have a meeting tomorrow.

The reality is that with the smaller organizations maybe there
is more flexibility, maybe we are different, you know. Maybe we do
not have some of the same issues, but I think there has to be a
look, by both the House and the Senate, at the real differences be-
tween those groups, and the fact that the majority of the Federal
Government has been successful in meeting its goals on many of
the areas.

Women-owned businesses is another area that again we are
going to have to take a look at, and find ways to have strategies
that are successful such as some of the best practices whether by
the State Department or the other organizations.

Mr. SMITH. In addition to women-owned businesses I would also
add HUBZones, which is a major concern for Senator Bond. That
is his program and some of you have heard from us lately on this
issue. We are very concerned that that program is not getting off
the ground as well as we would like. Some people have done really
well and some have not done as well as we would like. So it is a
mixed bag but we are hoping to make it more on the good side than
on the bad side eventually.

Lynn King.
Ms. KING. I would just like to put on my general National Wom-

en’s Business Council hat. Actually, we do commend the GSA for
their efforts on behalf of women businesses. In fact, on Monday we
recognized Mirinda Jackson, seated at this table, for her efforts and
the GSA’s efforts in outreach to women-owned businesses. In terms
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of tools and in terms of accountability the Small Business Adminis-
tration has a number of Memoranda of Understandings (MOUs)
with Federal departments and agencies for increasing business and
contracts to women-owned businesses. There are Federal depart-
ments and agencies, Cordell, at this table that have not signed
their MOUs. They are out there.

Perhaps maybe the Senate Small Business Committee could en-
courage the Federal departments and agencies to enter into and
sign off on those MOUs with the SBA. Of the MOUs that are in
place, the only agency has an accountability measure in it, and
that at the Department of Transportation. It is not for lack of effort
at the SBA trying to get that accountability in there, it is just a
lack of people agreeing to sign off and this is, of course, a nego-
tiable instrument. The Department of Transportation is the only
one that would sign off on accountability. There are tools that can
assist in this outreach and perhaps the Senate Small Business
Committee could encourage the use of some of those tools.

The final thought that I had was on the GAO report that was
issued a couple months ago on contract bundling. It stated that it
was unable at that point to determine if the contract bundling had
an effect on small businesses. Is there going to be follow-up GAO
report requested by the Senate Small Business Committee? Be-
cause I hear from the small business community that it does affect
them and I hear from a lot of people at the table that it does not
and the GAO is in the middle saying we do not know.

Mr. SMITH. I do not have a letter drafted to commission such a
study right now. One of the things we did discover in that report
is FPDS needed to make its changes to its computer system to
start collecting the data, and they needed the final rules in place
to do that and the final rules are out now.

Now FPDS can go to work and obviously we would want to be
at a point where there are enough data to be useful before we actu-
ally commission a study of that. But let me put it in a more general
way. Contract bundling is a continuing concern here and it is a
continuing concern of Senator Bond. I have got to tell you that of
the phone calls I receive, I have not heard anyone say anything
good about contract bundling yet.

I understand the argument being made and obviously the calls
I get are going to be from those who are injured or are perceived
to be injured. So obviously, there is concern out there. And if there
is a concern out there, then obviously we are concerned, too.

Ms. KING. On December 8, the GAO will be submitting to Con-
gress their report on women-owned businesses and the barriers
that do exist.

Mr. SMITH. Yes. We like to keep the GAO busy.
Tony DeLuca.
Mr. DELUCA. I guess just a couple of final thoughts here. I would

hope that the Committee just does not get hung up on bundling,
that there are other issues that need to be looked at. I mean, if you
look at opportunity dollars that we have, opportunity dollars to us
are much different than opportunity dollars made with other agen-
cies in terms of the major systems that we procure. If the Congress
gives the Department of Defense more dollars for major systems,
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that is fewer dollars that we could award at the prime contract
level.

Subcontracting is an issue we need to look at, I agree, but I
think Scott’s point should be well taken. If the marketplace does
not support competition at the prime contract level and you only
have one or two large businesses, then our ability to influence sub-
contracting is going to be very, very difficult. I think that point
needs to be made.

The other thing I think we cannot lose sight of is what the
IMPAC card and credit cards have done to us. When Steve Kelman
and OFPP came out and said, ‘‘Let us go ahead and use credit
cards,’’ everybody said that is really good and everybody likes it.
The fact of the matter is last year the Air Force did well over a
billion dollars in credit card buys and we do not have any visibility
where those dollars go.

So one could argue that those dollars should all be small busi-
ness dollars and we will credit the agencies as if they all are. I will
tell you that DOD went well beyond 23 percent. So I think that is
another issue that we need to look at.

So I guess the message I would give you, Cordell, is that bun-
dling is one of those things that is high interest right now. Should
it be the only interest? No.

Mr. SMITH. I will agree with you on that. It is far from our only
interest, and I will say again as long as Senator Bond is Chairman,
the HUBZone program is another one—

Mr. DELUCA. And we obviously support him, too.
Mr. SMITH. Mike Green.
Mr. GREEN. Just one very quick comment. You know if you really

want to improve small business numbers—the SBA is concerned
about all the numbers, it seems like everybody is concerned about
all the numbers, when it might be more contracts going to small
businesses but fewer dollars—at least those are the numbers I
have seen.

If we are concerned about bundling and other issues, I think one
major stumbling block that we have is that the OSDBU can rec-
ommend a lot of things but they do not have any teeth at all. If
in the bundling arena, if I did not do anything, I would require the
concurrence of the Director of the Small Business Office for every
contract that is bundled. If you do not get that concurrence, then
you do not go forward, other than just making a recommendation.

Mr. SMITH. Other thoughts?
Ms. KING. I support that.
Ms. BROWN. Just one more. I think it is important when Bob

Neal said that we have a mission to support the small businesses
and we try to do that as the OSDBU offices, but again you have
to go back to the program offices and the contracting people.

Until you recognize that and have that accountability we can
serve as advocates all we want but it is not going to happen. We
need to look at how we hold that sector accountable to this type
of program. They cannot just give us lip service.

I had this conversation just this morning with the Deputy Chief
of Staff at the EPA. We have problems and we are doing every-
thing we can with outreach and all of those things, but the bottom
line is the contracting officer is signing off. The program manager
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is ultimately making the decision in terms of where those funds are
going to go. Until we have a mechanism in place—one of the things
that we were talking about was adding performance standards and
accountability to the small business program. I think that is some-
thing that you really need to consider.

Ms. HARRIS. Sharron Harris, the OSDBU Director of USDA. I
will add to that, going back to Bob Neal’s comment. The leadership
commitment is key because that is going to influence the program
manager’s strategy for how they are going to put pressure on that
contracting officer to support the program. Most of the time they
lead to the larger business constituency.

They have concern that their project requirement is successful.
They do not tend to have the faith or the trust in the small busi-
ness constituency so they steer that contracting officer’s decision as
best they can. The leadership support is the critical piece. That is
going to affect positively everything.

Mr. SMITH. Luz Hopewell, then Mirinda Jackson, then Ramona
Jones, and then I think we will have to wrap it up.

Ms. HOPEWELL. I echo everybody’s comments. It all really comes
down to accountability and support from the very top. At DOT, just
like Joe Capuano mentioned, the small business program is part of
the strategic plan of the whole agency. Because of that, the Sec-
retary is on top of the issues. Everybody’s performance plan has
criteria for small business participation within each agency. Each
buying activity commits to it. Each program person commits to it.

So it makes the job of the small business people a lot more man-
ageable because those offices are really very understaffed and they
cannot cover every activity. Until we are able to get small business
participation as part of a department strategic plan, we are going
to continue to have a fight.

Mr. SMITH. Mirinda.
Ms. JACKSON. I would like to say that we should hold the pro-

curement executives accountable as well because they play a major
role in the procurement world and also they are responsible for the
contracting workforce.

Mr. SMITH. And Ramona.
Ms. JONES. At Commerce, part of the evaluations for the chief fi-

nancial officers is meeting small business goals. They are starting
to pay attention.

Mr. SMITH. I would like to thank everybody again for your par-
ticipation. I have gotten a note that there are two rollcall votes on
the Floor, and I think we are only halfway through the first one
so Senator Bond is not going to be able to come back for probably
another half-hour to 45 minutes, so we will go ahead and wrap
things up.

I would like to thank everybody for a very helpful and insightful
exchange and for taking time out to visit with us. I look forward
to doing this again and I hope we will stay in touch. Your congres-
sional liaisons always hate it when I say this but feel free to call
me. I am always happy to talk on an off-the-record basis. So with
that this roundtable is adjourned.

[Whereupon, at 11:40 a.m. the Committee was adjourned.]
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